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(T. D. 2358.) 

United States cotton futures act. 

Law and regulations relating to contracts of sale of cotton for future delivery made 
on an exchange, board of trade, or sunilar institution, or place of business. 

[Regulations No. 36, revised.] <* 

Treasubt Dbpabtmejvt, 
Office of Commissioner op Internal Revenue, 

Washington, D. O., August 29, 1916. 

LAW. 

By an act of Congress approved August 11, 1916, entitled "An act 
making appropriations for the Department of Agriculture for the 
fiscal year ending June thirtieth, nineteen hundred and seventeen, 
and for other purposes/' it is provided: 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled: 

Part A. 

That this part, to be known as the United States cotton futures act, be, and hereby 
is, enacted to read and be effective hereafter as follows: 

'*That this act shall be known by the short title of the 'United States cotton futures 
act.' ' 

**Sbo. 2. That, for the purposes of Ihis act, the term 'contract of sale 'shall be held 
to include sales,* agreements of sale, and agreements to sell. That the word 'person,* 
wherever used in this act, shall be construed to import the plural or singular, as the 
case demands, and shall include individuals, associations, partnerships, and corpora- 
tions. When construing and inf orcing the provisions of this act, the act, omission, 
or failiue of any official, agent, or other person acting for or employed by any associa- 
tion, partnership, or corporation within the scope of his employment or office, shall, 
in every case, also be deemed the act, omission, or failure of such association, partner- 
ship, or corporation as well as that of the person. 

** Sbo. 3. That ui>on each contract of sale of any cotton for future delivery made at, 
on, or in any exchange, board of trade, or similar institution or place of business, there 
is hereby levied a tax in the nature of an ex<4se of 2 cents for each pound of the cotton 
involved in any such contract. 

**Sbo. 4. That each contract of sale of cotton for future delivery mentioned in 
section three of this act shall be in writing plainly stating, or evidenced by written 
memorandinn showing, the termff of such contract, including the quantity of the cotton 
involved and the names and addresses of the seller and buyer in such contract, and 
shall be signed by the party to be charged, or by hb agent in his behalf. If the contract 
or memorandum specify in bales the quantity of the cotton involved, without giving 
the weight, each bale shall, for the purposes of this act, be deemed to weigh five hundred 
pounds. 

» Erroneously printed in Weekly Treasury Decisions as Regulations No. 37. 
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'^ Sbg. 5. That no tax shall be levied under this act on any contract of sale mentioned 
in section three hereof if the contract comply with each of the following conditions: 

'* First. Conform to the requirements of section four of, and the rules and regulations 
made pursuant to, this act. 

"Second. Specify the basis grade for the cotton involved' in the contract, which 
shall be one of the grades for which standards are established by the Secretary of 
Agriculture, except grades prohibited from being delivered on a contract made under 
this section by the fifth subdivision of this -section, the price per pound at which the 
cotton of such basis grade is contracted to be bought or sold, the date when the purchase 
or sale was made, and the month or months in which the contract is to be fulfilled or 
settled: Provided, That middling shall be deemed the basis grade incorporated into the 
contract if no other basis grade be specified either in the contract or in the memo- 
randiun evidencing the same. 

"Third. Provide that the cotton dealt with therein or delivered thereunder shall be 
of or within the grades for which standards are established by the Secretary of Agricul- 
ture except grades prohibited from being delivered on a contract made under this 
section by the fifth subdivision of this section and no other grade or grades. 

"Fourth. Provide that in case cotton of grade other than tlie basis grade be tendered 
or delivered in settlement of such contract, the differences above or below the con- 
tract price which the receiver shall pay for such grades oth^r tji^n the basis,grade shall 
be the actual commercial differencea^ determined as hereinafter provided. 

"Fifth. Provide that cotton that, because of the {presence of extraneous matter of ' 
any character or irregularities or defects, is reduced in value below that of Good 
Ordinary, or cotton that is below the grade of Good Ordinary, or, if tinged, cotton 
that is below the grade of Low Middling, or, if stained, cotton that is below the grade 
of Middling, the grades mentioned being of the official cotton standards of the United 
States, or cotton that is less than seven-eighths of an inch in length of staple, or cotton 
of perished staple or of immature staple, or cotton that is 'gin cut' or reginned, or 
cotton that is 'repacked' or 'false packed' or 'mixed packed' or 'water packed,^ 
shall not be delivered on, imder, or in settlement of such contract. 

"Sixth. Provide that all tenders of cotton u^^ such contract shall be the full 
number of bales involved therein, except that such vitiations of the number of bales 
may be permitted as is necessary to bring the total weight of the cotton tendered 
within the provisions of the contract as to weight; that, on the fifth business day 
prior to delivery, the person. making the tender shall give to the person receiving the 
same written notice of the date of delivery, and that, on or prior to the date so fixed 
for delivery, and in advance of final settlement of the contract, the person malring 
the tender shall furnish to the person receiving the same a written notice or cer- 
tificate stating the grade of each individual bale to be delivered and, by means of 
marks or numbers, identifying each bale with its grade. 

"Seventh. Provide that, in case a dispute arises between the person making the 
tender and the person receiving the same, as to the classification of any cotton ten- 
dered under the contract, either party may refer the question of the true classification 
of said cotton to the Secretary of Agriculture for determination, and that such dispute 
shall be referred and determined, and the costs thereof fixed, a49sessed, collected, 
and paid in such manner and in accordance with such rules and regulations as may 
be prescribed by the Secretary of Agriculture. 

"The provisions of the third, fourth, fifth, sixth, and seventh subdivisions of thi& 
section shall be deemed fully incorporated into any such contract if there be written 
or printed thereon, or on the memorandum evidencing the same, at or prior to the time 
the same is signed, the phrase 'subject to United States cotton futures act, section 

"The Secretary of Agriculture is authorized to prescribe rules and regulations for 
carrying out the purposes of the seventh subdivision of this section, and his findings, 
upon any dispute referred to him under said seventh subdivision, made after the 
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parties in interest have had an opportunity to be heard by him or such officer, officers 
agent, or agents, of the Department of Agriculture as he may designate, shall be 
accepted in the courts of the United States in all suits between such parties, or their 
privies, as prima facie evidence of the true classification of the cotton involved. 

"Sec. 6. That for the purposes of section five of this act the differences above or 
below the contract price which the receiver shall pay for cotton of grades above or below 
the basis grade in the settlement of a contract of sale for the future delivery of cotton 
shall be determined by the actual commercial differences in value thereof upon the 
sixth business day prior to the day fixed, in accordance with the sixth subdivision 
of section five, for the delivery of cotton on the contract, established by the sale of 
spot cotton in the market where the future transaction involved occurs and is con- 
summated if such market be a bona fide spot market; and in the event there be no 
bona fide spot market at or in the place in which such future transaction occurs, then 
and in that case, the said differences above or below the contract price which the 
receiver shall pay for cotton above or below the basis grade shall be determined by 
the average actual commercial differences in value thereof, upon the sixth businees dav 
prior ix> the day fixed, in accordance with the sixth subdivision of section five, for the 
delivery of cotton on the contract, in the spot markets of not less than ^yq places 
designated for the purpose from time to time by the Secretary of Agriculture as 
such values were established by the sales of spot cotton, in such designated five or 
more markets: Provided, That for the purposes of this section such values in the said 
spot markets be based ux>on the standards for grades of cotton established by the 
Secretary of Agriculture: And provided further, That whenever the value of one ciade 
18 to "be determined from the sale or sales of spot cotton of another grade or gradea 
such value shall be fixed in accordance with rules and regulations which shall be' 
prescribed for the purpose by the Secretary of Agricultiure. 

"Sec. 6A. That no tax shall be levied under this act on any contract of sale men- 
tioned in section three hereof if the contract provide that, in case cottpn of grade or 
grades other than the basis grade specified in the contract shall be tendered in per- 
formance of the contract, the parties to such contract may agree, at the time of the 
tender, as to the price of the grade or grades so tendered, and that if they shall not 
then agree as to such price, then, and in that event, the buyer of said contract shall 
have the right to demand the specific fulfillment of such contract by the actual deliv- 
ery of cotton of the basis grade named therein, and at the price specified for such basis 
grade in said contract, and if the contract also comply with idl the terms and con- 
ditions of section ^ve hereof not inconsistent with this section: Provided, That nothing 
in this section shall be so construed as to relieve from the tax levied by section three 
of this act any contract in which, or in the settlement of or in respect to which, any 
device or arrangement whatever is resorted to, or any agreement is made, for the 
determination or adjustment of the price of the grade or grades tendered other than 
the basis grade specified in the contract by any 'fixed difference' system, or by 
arbitration, or by any other method not provided for by this act. 

*' Contracts made in compliance with this section shall be known as 'Section ^x >l 
Contracts. ' The provisions of this section shall be deemed fully incorporatM m^ 
any such contract if there be written or printed thereon, or on the memorandum 
evidencing the same, at or prior to the time the same is signed, the phrase * Subiect 
to United States cotton futures act,^ section six A.' 

"Section ten of this act shall not be construed to apply to any contraxst oi sale 
made in c<Hnpliance with section six A hereof. 

"Sbo. 7. That for the purposes of this act the only markets which shall be con- 
sidered bona fide spot markets shall be those which the Secretary of Agriculture 
shall, from time to time, after investigation, determine and designate to be such, 
and of which he shall give public notice. 

"Sec. 8. That in determining, pursuant to the provisions of this act, what markets 
are bona fide spot markets, the Secretary of Agriculture ifl directed to consider only 
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markets in which spot cotton is sold in such volume and under such conditions as 
customarily to reflect accurately the value of middling cotton and the differences 
between the prices or values of middling cotton and of other grades of cotton for 
which standards shall have been established by the Secretary of Agriculture: PrO' 
videdf That if there be not sufficient places, in the markets of which are made bona 
fide sales of spot cotton of grades for which standards are established by the Secretary 
of Agriculture, to enable him to designate at least five spot markets in accordance 
with section six of this act, he shsJl, from data as to spot sales collected by him, make 
rules and regulations for determining the actual coromercial differences in the value 
of spot cotton of the grades established by him as reflected by bona fide sales of spot 
cotton, of the same or different grades, in the markets selected and designated by 
him, from time to time, for that purpose, and in that event, differences in value of 
cotton of various grades involved in contracts made pursuant to section five of this 
act shall be determined in compliance with such rules and regulations. 

''Sec. 9. That the Secretary of Agriculture is authorized, from time to time, to 
establish and promulgate standards of cotton by which its quality or value may be 
judged or determined, including its grade, length of staple, strength of staple, color, 
and such other qualities, properties, and conditions as may be standardized in prac- 
tical form, which, for the purposes of this act, shall be known as the 'Official cotton 
standards of the United States',' and to adopt, change, or replace the standard for 
any grade of cotton established under the act making appropriations for the Depart- 
ment of Agriculture for the fiscal year ending June thirtieth, nineteen hundred and 
nine (Thirty-fifth Statutes at Large, page two himdred and fifty-one), and acts sup- 
plementary thereto: Provided^ That any standard of any cotton estabUshed and pro- 
mulgated under this act by the Secretary of Agriculture shall not be chained or 
replaced within a period less than one year from and after the date of the promulga- 
tion thereof by the Secretary of Agriculture: Provided further, That, subsequent to 
six months after the date section three of this act becomes effective, no change or 
replacement of any standard of any cotton estabUshed and promulgated under this 
act by the Secretary of Agriculture shall become effective untU after one year's pubHc 
notice thereof, which notice shall specify the date when the same is to become effec- 
tive. The Secretary of Agriculture is authorized and directed to prepare practical 
forms of the official cotton standards which shall be established by him, and to furnish 
such practical forms from time to time, upon request, to any person, the cost thereof, 
as determined by the Secretary of Agriculture, to be paid by the i>erson requesting 
the same, and to certify such practical forms under the seal of the Department of 
Agrici^ture and under the signature of the said Secretary, thereto affixed by himself 
or by some official or employee of the Department of Agriculture thereunto duly 
authorized by the said Secretary. 

"Sbo. 10. That no tax shall be levied under this act on any contract of sale men- 
tioned in section three hereof if the contract comply with each of the following con- 
ditions: 

"First. Conform to the rules and regulations made pursuant to this act. 

"Second. Specify the grade, type, sample, or description of the cotton involved 
in the contract, the price per pound at which such cotton is contracted to be bought 
or sold, the date of the purchase or sale, and the time when shipment or delivery of 
such cotton is to be made. 

"Third. Provide that cotton of or within the grade or of the type, or according to 
the sample or description specified in the contract shall be delivered thereunder, 
and that no cotton .which does not conform to the type, sample, or description, or 
which is not of or within the grade specified in the contract shall be tendered or 
SeSvered thereimder. 

"'"F ourth. Provide that the delivery of cotton under the contract shall not be effected 
by means of 'set-off ' or 'ring' settlement, but only by the actual transfer of the speci- 
fied cotton mentioned in the contract. 
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"Tlie piovifflonB o! the first, third, and fourth subdivisions of this section shall be 
deemed fully incorporated into any such contract if there be written or printed 
thereon, or on the document or memorandiun evidencing the same, at or prior to 
the time the same is entered into, the words ^subject to United States cotton futures 
act, section ten.' 

''This act shall not be construed to impose a tax on any sale of spot cotton. 
''This section shall not be construed to apply to any contract of sale made in com- 
pliance with section &ye of this act. 

**Sbc. 11. That the tax imposed by section three-of this act shall be paid by the 
seller of the cotton involved in the contract of sale, by naeans of stamps, which ah ftl) 
be affixed to such contracts or to the memoranda evidencing the same, and canceled 
in compliance with rules and regulations which shall be prescribed by the Secretary 
of the Treasury. 

" Sec. 12. That no contract of sale of cotton for future delivery mentioned in sec- 
tion three of this act which does not conform to the requirements of section four 
hereof and has not the necessary stamps aflixed thereto, as req^iired by section eleven 
hereof, shall be enforceable in any court of the United States by or on behalf of any 
party to such contract or his privies. 

"Sec. 13. That the Secretary of the Treasury is authorized to make and promul- 
gate such rules and regulations as he may deem necessary to collect the tax imposed 
by this act and otherwise to enforce its provisions. Fiuilier to effect this purpose, he 
shall require all persons coming within its provisions to keep such records and state- 
ments of account, and may require such persons to make such returns, verified under 
oath or otherwise, as will fully and correctly disclose all transactions mentioned in 
section three of this act, including the making, execution, settlement, and fulfill- 
ment thereof; he may require all persons who act in the capacity of a clearing house, 
clearing association, or similar institution for the purpose of clearing, settling, or 
adiusting transauctionB ixvaxitioned in section three of this act to keep such records and 
to make such retuxuB ^a -wWV iuVly and correctly disclose all facts in their possession 
relating to such transactions; and he may appoint agents to conduct the inspection 
necessary to collect said tax and otherwise to enforce this act and all rules and regu- 
lations made by him in pursuance hereof, and may fix the compensation of such agents. 
The provisions of the internal-revenue laws of the United States, so far as applicable, 
including sections thirty-one hundred and seventy-three, thirty-one hundred and 
seventy-four, and thirty-one hundred and seventy-five of the Revised Statutes, as 
amended, are hereby extended and made to apply to this act. 

* * Sbjc. 14. That any person liable to the payment of any tax imposed by this act 
who fails to pay or evades or attempts to evade the payment of such tax, and any person 
who otherwise violates any provision of this act, or any rule or regulation made in 
pursuance hereof, shall be deemed guilty of a miademeanor, and, upon conviction 
thereof, ^hall be fined not less than $100 nor more than $20,000, in the discretion of 
the court; and, in case of natural persons, may, in addition, be punished by imprison- 
ment for not less than sixty days nor more than three years, in the discretion of the 

court. 

**Sec. 15. That in addition to the foregoing punishment there is hereby unpoeea, 
on account of each violation of this act, a penalty of $2,000, to be recovered in an 
action founded on this act in the name of the United States as plaintiff, and when so 
recovered one-half of said amount shall be paid over to the person giving the informa- 
tion upon which such recovery was based. It shall be the duty of United States 
attorneys, to whom satisfactory evidence of violations of this act is furnished, to 
institute and prosecute actions for the recovery of the penalties prescribed by this 
section. 

* * Sbo. 16. That no person whose evidence is deemed material by the ofl&cer prosecut- 
ing on behalf of the United States in any case brought under any provision of this act 
shaXl withhold his testimony because of complicity by him in any violation of this 
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act or of any regulation made pursuant to this act, but any such person called by such 
officer who testifies in such case shall be exempt from prosecution for any offense to 
to which his testimony relates. 

''Sbc^ 17. That the payment of any tax levied by this act shall not exempt any 
person from any penalty or punishment now or hereafter provided by the laws of any 
State for entering into contracts of sale of cotton for futiu*e delivery, nor shall the pay- 
ment of any tax imposed by this act be held to prohibit any State or municix)ality 
from imposing a tax on the same transaction. 

'*Sbc. 18. That there is hereby appropriated, out of any moneys in the Treasury 
not otherwise appropriated, for the fiscal year ending June thirtieth, nineteen himdred 
and sixteen, the unexpended balance of the sum appropriated by the act of March 
fourth, nineteen hundred and fifteen (Thirty-eighth Statutes at Luge, page one thou« 
sand and seventeen), for collecting 'the cotton futures tax,' or so much thereof as may 
be necessary, to enable the Secretary of the Treasury to carry out the provisions of 
this act and any duties remaining to be performed by him under the United States 
cotton futiu*es act of August eighteenth, nineteen himdred and fourteen (Thirty-eighth 
Statutes at Large, page six himdred and ninety-three). 

''Sec. 19. That there are hereby appropriated out of any moneys in the Treasury 
not otherwise appropriated, available imtil expended, the unexpended balance of 
the sum of $150,000 appropriated by section twenty of the said act of August eighteenth, 
nineteen hundred and fourteen, and for the fiscal year ending June thirtieth, nineteen 
hundred and sixteen, the unexpended balance of the sum of $75,000 appropriated 
for the 'Enforcement of the United States cotton futiu*es act,' by the act making 
appropriations for the Department of Agriculture for the fiscal year ending June 
thirtieth, nineteen himdred and sixteen (Thirty-eighth Statutes at Laige, page one 
thousand and eighty-eix), or, so much of each of said unexpended balances as may 
be necessary, to be used by the Secretary of Agriculture for the same purposes, in 
carrying out the provisions of this act, as those for which said sums, respeptively, 
were originally appropriated, and to enable the Secretary of Agriculture to carry 
out any duties remaining to be performed by him under the said act of August 
eighteenth, nineteen hundred and fourteen. The Secretary of Agriculture is hereby 
directed to publish from time to time the results of investigations made in pursuance 
of this act. All sums collected by the Secretary of Agriculture as costs under section 
five, or for furnishing practical forms under section nine, of this act, shall be deposited 
and covered into the Treasury as miscellaneous receipts. 

"Sbc. 20. That sections nine, eighteen, and nineteen of this act and all pro- 
visions of this act auithorizing rules and regulations to be prescribed shall be effective 
immediately. All other sections of this act shall become and be effective on and after 
the first day of the calendar month next succeeding the date of the passage of this act: 
Provided^ That nothing in this act shall be construed to apply to any contract of sale 
of any cotton for future delivery mentioned in section three of this act wliich shall 
have been made prior to the first day of the calendar month next succeeding the date 
of the passage of this act. 

"Sec. 21. That the act entitled 'An act to tax the privilege of dealing on exchanges, 
boards of trade, and similar places in contracts of sale of cotton for future delivery, 
and for other purposes,' approved August eighteenth, nineteen hundred and four- 
teen (Thirty-eighth Statutes at Large, page six hundred and ninety-thi;ee), is 
hereby repealed, effective on and after the first day of the calendar month next 
succeeding the date of the passage of this act: Providedy That nothing in this act shall 
be construed to affect any right or privilege accrued, any penalty or liability incurred, 
or any proceeding commenced under said act of August eighteenth, nineteen hun- 
dred and fourteen, or to diminish any authority conferred by said act on any ofl&cial 
of the United States necessary to enable him to carry out any duties remaining to 
be performed by him under the said act, or to impair the effect of the findings of the 
Secretary of Agriculture upon any dispute referred to him under said act, or to aSect 
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any right in respect to or arising out of any contract mentioned in section three of said 
act, made on or subsequent to February eighteenth, nineteen hundred and fifteen and 
prior to the first day of the calendar month next succeeding the date of the passage of 
this act, but so far as concerns any such contract said act of August eighteenth, nine- 
teen hundred and fourteen, shall remain in force with the sameeffect as if this act had 
not been passed. 

**Seo. 22. That if any clause, sentence, paragraph, or part of this act shall for any 
reason be adjudged by any coiurt of competent jurisdiction to be invalid, such judg- 
ment shall not affect, injpair, or invalidate the remainder thereof, but shall be con- 
fined in its operation to the clause, sentence, paragraph, or part thereof directly 
involved in the controversy in which such judgment shall have been rendered." 

Approved, August 11, 1916. 

REGULATIONS. 

Under Part A of the act of Congress entitled ''An act making ap- 
propriations for the Department of Agriculture for the fiscal year 
ending Jime thirtieth, nineteen himdred and seventeen, and for other 
purposes/' approved August 11, 1916, known as the "United States 
cotton futiu-es aot,'' section 11 provides: 

Tbat the tax imposed by section three qt this act shall be paid by the seller of the 

cotton involved in the contract of sale, by means of stamiw which shall be aflfixed to 

such contracts, or to the memoranda evidencing the same, and canceled in complU 

ance with rules and regulations which shall be prescribed by the Secretary of the 

Treasury . ^ 

And section 13 provides: 

That the Secretary of the Treasury is authorized to make and promulgate such rules 
and regrulations as he may deem necessary to collect the tax imposed by this act and 
otherwise to enforce its provisions. Further to effect this purpose, he shall require 
all persons coming within its provisions to keep such records and statements of account, 
and may reqidre such persons to make such returns verified under oath or otherwise, 
as will fully and correctly disclose all transactions mentioned in section three of this 
act, including the making, execution, settlement, and fulfillment thereof; he may re- 
quire all persons who act in the capacity of a clearing house, clearing association, or 
s imilar institution for the purpose of clearing, settling, or adjusting transactions men- 
tioned in section three of this act to keep such records and to make such returns as 
will fully and correctly disclose all facts in their possession relating to such transac- 
tions; and he may appoint agents to conduct the inspection necessary to collect said 
tax and otherwise to enforce this act and all rules and regulations made by him in 
persuance hereof, and may fix the compensation of such agents. The provisions of 
the internal-revenue laws of the United States, so far as appHcable, including sections 
thirty-one himdred and seventy-three, thirty-one hundred and seventy-four, and 
thirty-one hundred and seventy-ftve of the Revised Statutes, as amended, are hereby 
extended and made to apply to this act. 

In pursuance thereof, the following regulations are hereby made, 
prescribed, and promulgated: 

EXECUTION OF THE LAW BY COMMISSIONER OF INTERNAL REVENtJB. 

Art. 1. The execution of the law as far as relates to the Treasiiry 
Department is delegated to the Commissioner of Internal Revenue 
subject to the supervision of the Secretary of the Treasury. 

61534—16- 2 
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DESIGNATION OF CONTRACTS. 



Art. 2. Contracts made in compliance with section 5 of the act 
shall be known as "Section five contracts;'' contracts made in com- 
pliance with section 6A of the act shall be known as " section 6A con- 
tracts/' and contracts made in compliance with section 10 of the 
act shall be known a^ "Section 10 contracts." 

SALES OF SPOT COTTON EXEMPT FROM tAX. 

Art. 3. No tax is imposed on any sale of spot cotton, but contracts 
of sale of specific cotton for future delivery made at, on, or in any 
exchange, board of trade, or similar institution or place of business 
must comply with section 5, section 6A, or section 10 of the act to 
be exempt from tax. 

ALL TENDERS OF COTTON MUST BE FOR FULL NUMBER OF BALES. 

Art. 4. The contract must provide that all tenders of cotton shall 
be the full number of bales involved therein. (Such variations of the 
number qf bales may be permitted as is necessary to bring the total 
weight of the cotton tendered within the provisions of the contract 
as to weight, and necessary variations in the weight of the cotton 
tendered may be' permitted, not to exceed 1 per cent of the total 
weight specified in the contract.) 

EXCHANGE RULES AND OTHER MATTERS NOT TO AFFECT CONTRACTS 
EXEMPT FROM TAX UNDER SECTION 5, SECTION 6A, OR SECTION 10. 

Art. 5. No contract shall be deemed to comply with the conditions 
of section 5, section 6A, or section 10 of the United States cotton 
futures act so as to exempt it from taxation if it contain or incor- 
porate therein by reference or otherwise any provision or any by-law, 
rule, or custom of any exchange, board of trade, or similar institu- 
tion or place of business^ which is inconsistent or in conflict with any 
requirement of section 5, section 6 A, or section 10 of the said act, 
as the case may be, nor if the parties enter into any collateral or 
additional agreement or imderstanding, either verbal or written, 
respecting the subject matter of such contract which is inconsistent 
or in conflict with any requirement of said sections. 

PROVISIONS DEEMED INCONSISTENT AND IN CONFLICT WITH REQUIRE- 
MENTS. 

Art. 6. Any such provision, by-law, rule, custom, agreement, or 
imderstanding which in any manner takes away or impairs the right 
of the person obligated to deliver cotton, to tender any cotton which 
is of or within the grades, of the quality, and of the length of staple 
deliverable under a contract made in compliance with section 5, 
flection 6 A, or section 10 of said act; or which takes away or impairs 
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his right to prepare for himself, or to have prepared by anyone at his 
direction, the written notice or certificate stating the grade of cotton 
pursuant to section 5 of the act; or which takes away or impairs the 
right of either party to submit a dispute as to the classification of 
the cotton tendered to the Secretary of Agriculture, under a section 5 
or section 6A contract; or which contains any device, arrangement 
or agreement for the adjustment of the price of the grade or gradea 
of cotton tendered imder a section 6 A contract, other than the basis 
grade specified in the contract, by any '^ fixed difference" system, or 
by arbitration, shall be deemed inconsistent and in conflict with the 
requirements of said sections, as the case may be. 

DISPUTES AS TO CLASSIFICATION TO BE REFERRED TO SECRETARY Of' 

AGRICULTURE. 

Art. 7. Section 5 contracts and section 6A contracts shall provide 
that^, in case a dispute arises between the person making the tender 
and the person receiving the same as to the classification of any cot- 
ton tendered under the contract, either party may refer the question 
of the true classification of said cotton to the Secretary of Agriculture 
for determination, and that such dispute shall be referred and deter- 
mined, and the cost thereof fitted, assessed, collected and paid in such 
manner and in accordance with such rules and regulations as may be 
prescribed by the Secretary of Agriculture. 

BECORnS of CONTRACTS OF SALE OF COTTON FOR FUTURE DELIVERY. 

Art. 8. All persons who make contracts of sale of cotton for 
iuture de\ivery at, on, or in any exchange, board of trade, or similar 
institution or place of business, whether said contracts shall be 
cleared and adjusted through a clearing association, or direct between 
seller and buyer, or otherwise, shall keep a record thereof showing: 

(a) Name and address of contracting person keeping record. 

(6) Name and address of other party to contract. 

(c) Date contract was made. 

(d) Quantity of cotton involved, in bales or poimds. 

(e) Time specified in contract for delivery. 

(/) Whether transaction is a purchase or a sale. 

(^) Whether the contract is (1) section 5 contract, (2) section 
6A contract, and the basis grade. 

(Ti) Grade, type, sample, or description of cotton, if not basis 
contract. 

(i) Specified price per pound. 

(j) Date of delivery or settlement. 

(Jc) Method of actual fulfillment or settlement. 

(7) Amount of tax paid (or, if exempt, sO state). 
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RECORDS TO BE KEPT BY COTTON CLEARING ASSOCIATIONS. 

Art. 9. All persons who act in the capacity of a clearing house ox 
clearing association for the purpose of clearing, settling, or adjusting 
transactions mentioned in section 3 of the act shall keep a record 
thereof showing: 

(a) Name and address of clearing house or clearing association 
keeping record. 

(6) Name and address of person tor whom contract is cleared. 

(c) Date contract was made. 

(d) Quantity of cotton involved, in bales or poimds. 

(e) Time specified in contract for delivery. 

(/) Whether transaction is a purchase or a sale. 

(g) Whether the contract is (1) section 5 contract, (2) section 6 A 
contract, and the basis grade. 

(h) Grade, type, sample, or description of cotton, if not basis con- 
tract. 

(i) Specified price per pound. 

(j) Date of delivery or settlement. 

Qc) Method of actual fulfillment or settlement. 

FORM OF RECORD. 

Art. 10. For the purpose of uniformity and to enable United States 
cotton futures agent to check up readily such information, the f oUow- 
ing forms of record are prescribed: 

Record No. l^—^Section 5 contracts. 



Purchasei 

The fol 

States col 


(Name and address of firm keeping the record.) 
3 for c 


lelivery. 
) United 


[owing transactions are made oh the basis of middling and subject U 
.ton futures act, section 5, unless otherwise stated: 


Date. 


Party or 

firm from 

whom 

bought. 


Address. 


Refer- 

ence 

number.i 


Bales,* 


Price. 


Cus- 
tomer.! 


Settlement. 


Tax, if 


Date. 


Method. 


any. 










































OBVERSE PAGE. 


Sales for. 

The fol 

States col 


(Name and address of firm keeping the record.) 
d 


elivery. 
> United 


lowing transactions are made on the basis of middling and subject U 
tton futures act, section 5, unless otherwise stated: 


Date. 


Party or 
firm to 
whom 
sold. 


Address. 


Refer- 
ence 
number.! 


Bales.* 


Price. 


Cus- 
tom«r.> 


Settlement. 


Tax. if 


Date. 


Method. 


any. 











































1 Filling in of these columns optional. 

* Transactions can be entered in 100-bale lots to a line; 50 lines to the page; 100 may be printed In on 
each line, if so desired. 
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Record No. 2. — Section 6A cantracts. 



(Name and address of firm keeping the record.) 

Purchases for - delivery. 

The following transactions are made on the basis of grade specified and subject to 
United States cotton futures act, secti9n 6A, unless otherwise stated: 





Party or 

flxmuoni 

whom 

bought. 


Address. 


Befer- 
' enoe 
number.! 


Bales.' 


Basis 
grade. 


Price: 


Cos- 
tomer.i 


Settlement.* 


Tax, If 
any. 


Date. 


Date. 


Method. 











































OBVKBSE PAGE. 

(Name and address of firm keeping the record.) 



Sales for delivery. 

The following transactions are made on the basLs of grade specified and subject to 
United States cotton^ futures act, section 6A, unless otherwise stated: 



Party or 
^ ^ fkrmto 


Address. 

_ 


Refer- 
ence 
number.^ 


Bales.' 


Basis 
grade. 


Price. 


Cos- 
tomer.i 


Settlement.* 


Tax, if 
any. 


Date. ^bom 
sold. 

\ 


Date. 


Method. 


\ .\ 
















• 


1 1 



















1 'Filline in of these columns optional. 

sTranw^ionscanheenteredhilOO-balelotstoaUne; fiO lines te llwy m; UX> may be pricked in on each 

s^fn <^Me of actual deliyery, state whether basis grade or what grade is delivered. 

Rboord No. 3. — Section 10, contracts. 

The followii^: transactions are made on the basis of grade, tyi>e, sample, or descrip. 
tion and subject to the United States cotton futures act, section 10, unlen otherwise 
stated: 



(Name and address of firm keeping records.) 


1 Bought from^ 


Bales 
cotton. 


Descrip- 
tion. 


Price. 


Terms. 


Time of 

ship, 
mentor 
delivery. 


Delivery 
reference. 


Tax paid 


X>ale. 

Name. 


Address^ 


or if 
exempt. 







































OBVBB8B FAOB. 



The following transactions are made on the basis of grade, type, sample, or deecxip- 
tion and subject to the United States cotton futures act, section 10, unless otherwise 
stated: 



(Name and address <^ firm keeping records.) 



Date. 



Sold to— 



Name. Address. 



Bales 
cotton. 



Desorip- 
tiosi. 



Frice. 



Terms. 



Time of 

ship- 
mentor 
delivery. 



Delivery 
reference. 



exempt. 



Digitized by 



Google 



14 

Record No. 4. — Section 6, contracts^ 



(Nam* and addntB of aaodaUon keeping reeord.) 

The following contracts were cleared or adjusted for members of the 

Gotten Exchange under the United States cotton futures act, approved August 11, 
1916: 



t 



II 



Method of 
settle- 
ment. 



fil 



a« 



■S 9 

h 



Method of 
settle- 
ment. 






1 If section dA contract or section 10 contract, so state. 

The use of record No. 1 is required to give information regaxding 
all contracts made upon an ^exchange subject to the United States 
cotton futures act, section 5, unless otherwise stated; the .use of 
record No. 2 is required to cover contracts subject to the United 
States cotton futures act, section 6A, unless otherwise stated; the 
use of record No. 3 is required to cover contracts subject to the 
United States cotton futures act, section 10, unless otherwise stated; 
and the use of record No. 4 is required by persons who act in the 
capacity*of a clearing house or clearing association for the purpose 
of clearing, settling or adjusting transactions mentioned in section 3 
of this act. Records Nos. 1, 2, and 3 shall contain 50 lines to a page, 
unless otherwise permitted by the Commissioner of Internal Rev- 
enue; and record No. 4 shall contain a sufiScient nmnber of lines on 
one page to show all facts required to be disclosed under the act, 
unless otherwise permitted by the Commissioner of Internal Revenue. 
Persons who use such forms may incorporate additional columns 
which would be of use to them, such colmnns to be placed in such 
positions as not to interfere with the continuity of the columns and 
headings prescribed. Such records will not be supplied by the 
department, but must be procured elsewhere. 



BEGOBDS TO BE KEPT IN SEPARATE BOOKS AND OPEN FOB INSPECTION. 

Art. 11. All records required by these regulations shall be kept in 
separate books, and not mixed with records of other accoxints or 
transactions, and shall be open to inspection, when demand is made 
therefor by of&cers and agents of internal revenue or of the Treasury 
Department. All entries therein must be in writing, and the bool^ 
preserved for a period of not less than two years. 
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BETUBNS TO BE MADE BT PBBSONS DEALINO IN PUTUBE OONTBAOTS. 

Art. 12. All persons who make contracts of sale of cotton for 
future delivery at, on, or in any exchange, board of trade, or similar 
institution or place of business, whether said contracts shall be 
cleared and adjusted through a clearing association, or direct be- 
tween the seller and buyer, or otherwise, shall on or before the 
fifteenth day of each month render a return, in writing, for the 
preceding month, verified before some officer authorized to adminis- 
ter oaths, to the Commissioner of Internal Kevenue through the 
United States cotton futures attorney, showing the number of con- 
tracts brought forward from the preceding month; the number of 
contracts bought or sold; the number of bales of cotton involved in 
said contracts; the month in which said cotton is to be delivered; 
the method of , settlement of said contract — i. e., whether by ''ring," 
''direct," ''notice," "actual delivery," "transfer," through a cotton- 
exchange clearing association, if any, or otherwise; and the number 
of contracts left open at the end of the month. 

Said return shaU be made upon forms to be furnished, upon appli- 
cation by the Commissioner of Internal Revenue. 

BETUBNS TO BE MADE BT OLEABING ASSOCIATIONS. 

Art. 13. All persons who act in the capacity of a clearing house 
cleaxing association or similar institution for the purpose of clearing' 
settling, or adjusting transactions mentioned in section 3 of the act' 
shall on or before the fifteenth day of each month render a retiun' 
in writing, for the preceding month, duly verified by the president' 
vice president, secretary or treasurer of said association before some 
person authorized to administer oaths, to the Commissioner of Inter- 
nal Revenue through the United States cotton futures attorney 
showing all facts in their possession relating to such transactions' 
including the number of contracts bought or sold by each member of 
the association; the number of bales of cotton involved in said con- 
tracts; the month in which said cotton is to be delivered; the num- 
ber of contracts cleared for each member of the association; the 
method of settlement of said contracts — ^i. e., whether by "notice" 
"set-oflF," or by any other method; also the monthly avet^<b closing 
price of cotton for each month dealt in, named in said TeA.\xni. 

Said retiu-n shall be made upon forms to be furnished, upon applica- 
tion, by the CJommissioner of Internal Revenue. 

PERSONS FAILING TO MAKE RETIJBN, UNITED STATES COTTON FXJTUBES 
AGENT AUTHORIZED TO DO SO. 

Art. 14. If any person required to make the return by the United 
States cotton futures act or the regulations promulgated by ^^^ 
Secretary of the Treasury in accordance therewith, shall fail ^^ 
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refuse to make said return within the time specified in these regula- 
tions, then said return shall be made by a United States cotton futures 
agent upon inspection of the books and records of the person so 
required; provided that the making of said return by a United States 
cotton futures agent shall not be construed to relieve the person so 
required from any penalty incurred by reason of his failure to make 
such return. 

AGENTS. 

Art. 15. Agents duly appointed by the Secretary of the Treasury 
«hall have authority to examine the books and records kept in pursu- 
ance to articles 8, 9, and 10 of these regulations and may require the 
production of any other books, papers, records, or statements of 
account necessary to determine any liability to the tax provided by 
the act. 

STAMPS. 

Art. 16. Documentary stamps, issued imder the internal-revenue 
laws may be used for payment of the taxes imposed and may be 
obtained from collectors of internal revenue. 

Collectors shall make requisition on the Commissioner of Internal 
Hevenue for the necessary supply. 

AFFIXING STAMPS. 

Art. 17. Stamps representing the tax due are to be affixed by the 
seller, at the time of signing, to each contract of sale of cotton for 
future deUvery mentioned in section 3, or to the memorandum evi- 
dencing the same, unless said contract under the law and regulations 
is not subject to tax. 

CANCELING STAMPS. 

Art. 18. The person usiog or aflSxing a stamp shall write or stanip 
thereon with ink the initials of his name and the date, including the 
year, on which the same shall be attached or used, or shall, by cutting 
and canceUng said stamps with a machine or punch, which will ajB&x 
the initials and date aforesaid, so deface the stamp as to render it 
unfit for reuse. In addition to the foregoing, stamps of the value of 
ten cents or more shall have three parallel incisions made by some 
sharp instrument lengthwise through the stamp after the stamp has 
been attached to the document: Provided, This will not be required 
where stamps are canceled by perforation. The cancellation by either 
method should not so deface the stamp as to prevent its denomina- 
tion and genuineness from being readily determined. 
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PENALTIES. 



vkl^'ni f'l,^ .^*'' ,^ ^""^ "^^"'^^ «^ *^« t^^ o"- violation of any pro- 
Ta fin?^?' ^ l' **' ri *°^ "^^ **' ^g^**^^'^ «»*d« i° pursuance thereof 
of nf^fr f "^ ^^^ *'^^ °^^ ""^^ ^^^^ «20,000, and, in the cSe 

tT^f ^'"T' '^^^^^^^> imprisonment for not less than sbc^! 
days nor more than three yea«, m the discretion of the court ^ 

ADDITIONAL PENALTY. 

Art. 20. The act provrides m additional penalty of $2,000 for ««.k 

to the mfonnTr' ' '"'"^*' ^^ ^^^^^^^^^ to be paid 

No right accrues or is vested in any informer unHl t>, 
been collected and paid into the regist^ of the coC ^^^'T^ ^'^ 
share will be paid by the Secretary ?f theT^e^ !^V.^°"°«-'- 
ascertamed by the court wTiJ/.*, iJi j A treasury to the person 
the informer entildT t^^ti^^X.^1 ^^"1*^ *°, ^-« ^een 
former shafl be su^iJt tTl Z^^^^'- ® ^^'^^ «^o"e<l to the in- 

oi tVv.T3,^^^s,,^^^, en4ty to t^rnS^t; " '"''^^" 

UNITED STATES ATTOBNET8 TO PB08EC0TE. 

faotlil^^'i* ^ ^^f *?",*y "^^ ^'^*«<* States attorneys to whom satis- 
P^olZriT "^,^°^f ''"^ of the a<,t is fumisheJto institute and 
Se l1 o7/r ^""^ f^.^^overy of the penalties prescribed ii. 
Sionir 2 T ?^ ^fSf^tions. Reports will be made to tlxe Com- 
m^ioner of Internal Revenue <rf prosecutions under tbis a«t by 
am}^^ fc>tates attorneys the same as in other internal revenue cases, 
and the same forms wiU be used. 

OONTBAOTS MADE PBIOB TO ACT GOING INTO EFFECT. 

f or'^tui J^t^^ ^"^ °*'* "PP^y **• «^y contract of sale of any cotton 
he datewtn '^^'"'"•'""^•^ ^ ^^^^^io'^ 3 of the a<,t made prior to 
wivflL^I?^? T "'''''''' ^"""^^ «ff««tive. Nor is any right or 
SZTo^rH ' '^■^P^'^^^ty «^ liability incurred, or any proceeding 
SrSr^f : '^" ""* ^^ ^"^<> 18' 1914, affected by the repeal 
the Ubited States cotton futures act approVed August 18, 1914. 

PBOOEPCBE FOB DISOLOSUBE OP EVIDENCE. 

or ^ftf^TIf ^^ P*"^°^ "^^o is required to deliver a monthly 
Z^miZTfhi t^^r tions, required by the United States cotton 
St^SnTh fir^^'^**^ ^ accordance therewith, shajl faU to 

^ ^nanussioner of Internal Revenue, or the United 
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States cotton futures attorney, is false or fraudulent, or contains any 
erroneous statement, or shall refuse to permit an inspection of liis 
books and records as provided in these regulations and in said act, 
it shall be the duty of the collector of internal revenue of the district 
in which the place of business of the person required to make such 
return lies, upon the request of the Commissioner of Internal Revenue, 
or of the United States cotton futiures attorney, to summon siicli 
person, or any other person having possession, custody or care of 
books of accoimt containing entries relating to the business of such 
person, or any other person he may deem proper, to appear before 
such collector of internal revenue and produce such books, at a time 
and place named in the summons, and to give testimony or aus^wer 
interrogatories, under oath, respecting all transactions and dealings 
of said party either directly or through others, on any cotton ex- 
change, board of trade, or similar institution or place of business, and 
in regard to the monthly returns required to be made by said party. 
The collector may siunmon any person residing or found within the 
State in which his district lies; and when the person intended to be 
summoned does not reside and can not be found within such State, 
he may enter any collection district where such person may be found, 
and there make the examination herein authorized. And to this end 
he may there exercise all the authority which he might lawfully 
exercise in the district for which he was commissioned. Upon the 
conclusion of the hearing of evidence before said collector, he shall 
certify to the Commissioner of Internal Revenue his finding of facts, 
accompanied by the evidence of witnesses taken before him. 

. PROVISIONS OP INTERNAL REVENUE LAWS APPLI0ABLE5. 

Art. 24. The provisions of the internal revenue laws of the United 
States, so far as applicable, including sections 3173, 3174, and 3175 
of the Revised Statutes, as amended, shall apply to the United States 
cotton futilres act arid the regulations promulgated by the Secretary 
of the Treasury. 

REGULATIONS OF THE SECRETARY OF AGBIOULTUBE. 

Art. 25. A tax of 2 cents for each pound of cotton involved is 
imposed on each contract of sale of cotton for future delivery men- 
tioned in section 3 of the act which does not conform to the miles 
and regulations of the Secretary of Agriculture made pursuant to 
the act. 

Byron R. Newton, 
Acting Secretary of the Treasury. 
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